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ABSTRACT 


This article uses data from the Survey of Labour and Income Dynamics (SLID) to investigate the 
extent to which factors not previously explored in the Canadian context account for wage 
differences between men and women. Like other studies using standard decomposition 
techniques and controlling for a variety of productivity-related characteristics, the results 
demonstrate that men still enjoy a wage advantage over women: women’s average hourly wage 
rate is about 84% - 89% of the men’s average. Unlike other studies, controls for work experience 
and job-related responsibilities are used. Gender differences in full-year, full-time work 
experience explain at most, 12% of the gender wage gap. Gender differences in the opportunity 
to supervise and to perform certain tasks account for about 5% of the gender wage gap. Yet 
despite the long list of productivity related factors, a substantial portion of the gender wage gap 
cannot be explained. 


Many studies rely on measures such as age or potential experience (= age minus number of years 
of schooling minus six) as a proxy for actual labour market. Neither of these measures account 
for complete withdrawals from the labour market nor for restrictions on the number of hours 
worked per week or on the number of weeks worked per year due to family-related 
responsibilities. The results show that proxies for experience yield larger adjusted gender wage 
gaps than when actual experience is used. 


Keywords: gender earnings: women’s wages 
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I. Introduction 


Recent generations have witnessed a profound change in the role of women in the labour market. 
The rate of female participation in the labour force doubled between 1961 (29%) and 1996 
(60%).' Women workers in the 1990s have a stronger labour force attachment than their earlier 
cohorts: they are more likely to postpone childbearing until after they have secured their careers: 
have fewer children; are less likely to interrupt their careers for 6 months or more after 


childbirth’ and return to work more quickly than new mothers of earlier generations (Gunderson 
1998). 


These changes in the labour force participation and the commitment of Canadian women have 
induced dramatic changes in the patterns of family earnings. The traditional concept of male 
‘breadwinner’ and female ‘caregiver’ no longer symbolizes the Canadian family. Single earner 
families with only the husband doing paid work changed from the norm in 1967 (58%) to the 
exception (18%) by 1994 (Gunderson, 1998). Women’s earnings are an increasingly important 
component of family earnings. In dual earner families, about one quarter of Canadian women 
earn more than their male partner (Crompton and Geran, 1995). 


Along with these changes, it is a well-documented fact that Canadian women have made 
substantial gains in their wage-determining or productivity-related characteristics over the past 
two decades. There has been considerable improvement in women’s relative (to men) skills level, 
in women’s quantity of schooling, in women’s job experience, and in women’s successful 
infiltration into male-dominated occupations. 


Yet despite these pervasive and permanent shifts in female’ labour force participation, 
commitment and their relative improvements in wage-determining characteristics, pay 
differences between men and women persist and continue to be a topical issue in the 1990s. For 
the past 30 years, the Survey of Consumer Finances (SCF) has documented these pay differences. 
Among full-year, full-time workers, the female to male earnings ratio was 72.5% in 1997, up 
from 58.4% in 1967.” 


Standard decomposition techniques split the gender wage gap into an ‘explained’ portion 
(attributable to differences in labour market qualifications and job characteristics) and 
‘unexplained’ portion (attributable to differences in the pay men and women receive for the same 
characteristic). Most economists focus on gender differences in skills to explain the gender 
earnings gap.(Coish & Hale, 1995; Christofides & Swidinsky, 1994; Gunderson 1998; Wannell, 
1989; Baker, Benjamin, Desaulniers, Grant 1995). 


The goal of this paper is twofold. The first objective of this paper is to facilitate the move from 
estimates of gender earnings ratios produced by the Survey of Consumer Finances to estimates of 


! Data from the Census of Canada in Gunderson, 1998 p.24-26. 


N 


Almost 9 in every 10 working women who gave birth in either 1993 or 1994 were back on the job within a year. 
These women took an average of 6.4 months off work. (Perspectives on Labour and Income, Statistics Canada, 
Autumn 1999, Catalogue number 75-0001-XPE). 


3 Data from the Survey of Consumer Finances, The Earnings of Men and Women, Statistics Canada, 1997 
Catalogue no. 13-217-XPB. 
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gender wage ratios produced by the Survey of Labour and Income Dynamics. This paper briefly 
examines the gender pay ratio based on annual earnings — known as the gender earnings gap - 
using similar definitions and concepts used in the publication of female-male earnings ratios 
based on SCF data. The paper focuses on the gender pay gap based on hourly wage rates — 
known as the gender wage gap. The second objective of this paper is to take advantage of the 
wealth of information gathered by the Survey of Labour and Income Dynamics (SLID) by 
focussing on factors not previously explored in the Canadian context to explain the gender 
earnings differential. This may add a substantial dimension to research in the area of women’s 
labour market issues and in the analysis of the gender wage gap. 


The plan of the paper is the following. Section II provides a brief literature review of the 
Canadian evidence on the gender wage gap over the past two decades. Section If] documents the 
two measures of earnings used in this study. Section IV specifies the sample used in our analysis. 
Section V discusses SLID variables that may explain part of the gender differentials. Section VI 
examines the gender wage gap and the gender earnings gap. Section VII examines the 
determinants of wages by gender. Section VIII decomposes the gender wage gap into a portion 
attributable to gender-specific factors and a portion attributable to differences in the pay men and 
women receive. Section [X attempts to quantify the impact of using proxies for experience on the 
gender wage gap. A discussion of the results is presented in Section X. Concluding remarks 
follow. 


Il. Literature Review 


There are numerous Canadian studies estimating the gender wage differential. Although there are 
significant differences among the studies related to data sources and methodology, there are 
certain consistent findings. Table 1 highlights some of the main findings of the Canadian 
literature.* . 


The first unequivocal fact is that the gender earnings differential has declined over time. Using 
Census data, Baker et al. (1995) find that the full-year full-time female to male yearly earnings 
ratio increased steadily from 0.60 in 1970 to 0.64 in 1980 to 0.67 in 1990. This finding is also 
obtained by Gunderson (1998) who, also using Census data, calculates a similar yearly earnings 
ratio of 0.63 in 1970, 0.67 in 1980 and 0.72 in 1990 for full-year, full-time workers. Applying a 
consistent framework to data from the Survey of Consumer Finances (SCF), Baker et al. (1995) 
find a comparable female to male yearly earnings ratio of 0.64 in 1986 and 0.67 in 1991.° Coish 
and Hale (1995) use data from the 1993 Survey of Labour and Income Dynamics (SLID) and find 
that women employed full-year full-time earn roughly 79% of the earnings of equivalent males. 
Interestingly, their calculation of the gender differential in hourly wage rates using all workers 
(full-time and part-time workers) produces a marginally lower ratio of 0.78. Christofides and 


This list is meant to provide recent Canadian evidence on the gender wage gap and its respective components. It 
1S not meant to be exhaustive of the literature. 


Baker et al. (1995) hypothesize that the differences in the Census and the SCF earnings ratio may result from 
differences in sampling techniques, in the timing of the surveys, and in sample selection exclusions. 
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Swidinsky (1994) encounter a white female-white male earnings ratio of 0.76 using hourly wage 
rates from the 1989 Labour Market Activity Survey. 


Second, a substantial portion of the male-female pay gap cannot be explained by gender 
differences in observable wage-determining characteristics, that is the gap cannot be explained 
by the difference in the average value of the wage-determining characteristic (X, —X ~)> 


evaluated according to the male returns £,, - Baker et al. (1995) find that roughly one quarter of 


the gender earnings gap in the 1970-1985 period was explained by differences in wage-related 
characteristics. Gunderson (1998) detects a slight decline in the portion of the gender earnings 
gap attributable to differences in the wage-determining characteristics: from 35.4% in 1970 to 
29.4% in 1990. He concludes that this finding ‘suggests that the female work force has become 
more like the male workforce in its wage determining characteristics and this has helped to 
narrow the overall earnings gap’ (Gunderson, 1998). Christofides and Swidinsky’s (1994) 
estimated share of the gender wage differential attributable to productivity-related factors is 
26.6% - falling between the Baker et al. (1995) and the Gunderson (1998) estimates. Coish and 
Hale (1995) find only 12% of the wage gap explained by demographic or human capital 
characteristics. 


Third, most of the improvement in Canadian women’s relative pay was accomplished by a 
decline in the ‘unexplained’ portion of the gender pay gap. The ‘unexplained’ component of the 
wage gap refers to the differences in the pay men and women receive for the same characteristics. 
Oftentimes, this ‘unexplained’ component is referred to as an estimate of the gender based labour 
market discrimination. Baker et al. (1995) decompose the change in gender earnings gap between 
two periods (t-1) and (t) (y," — y"",)—(yf —y¥f,) into a portion attributable to changes in the 


mean characteristics Bn (x Ponts OX ome Kale) | and to changes in the returns to those 
characteristics Ix nat (B" _ poe age (B! — Bi | over the period using the following 


expression: 


Ae Bin ook s N= IVGR Aes Soto i ako ahead 
Be (By i*! Be Wie xe (B/ eS as | 


They find that between 1970 and 1980 most of the decline in the gap is due to a decline in the 
relative returns to wage-determining factors; between 1980 and 1985 most of the decline in the 
gap is due to changes in the relative characteristics of men and women; and finally between 1985 
and 1990, the decline in the difference in returns is important.° 


The literature puts forth several common explanations for the decline in the ‘unexplained’ 
component. The first explanation is a widespread decline in discrimination towards women in 
the labour market. This may take the form of changing societal and/or employer attitudes 


© Baker et al. (1995) find that 50% - 114% of the decline in the gap between 1970 and 1980 is due to the difference 
in returns; 65% - 88% of the decline in the gap between 1980 and 1985 is due to differences in characteristics; 
62% - 85% of the decline in the gap between 1985 and 1990 is due to differences in returns. These numbers are 


taken from Baker et al. Table 2. 
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towards women at work. Employers are constantly making decisions with imperfect information 
and may use gender to predict future work commitment. Some firms may hesitate to hire women 
because women have, on average, more career interruptions and more absences due to family 
reasons than men. Consequently, statistical discrimination against the individual woman may 
result. This would be especially true in firms with substantial hiring and/or training costs and 
where wages are generally higher. Insofar as the increase in women’s attachment to the labour 
force induces changes in employer behaviour, women’s access to high-paying jobs will improve 
due to decreases in statistical discrimination. 


The second explanation for the decline in the ‘unexplained’ component is related to differences 
in unmeasured attributes, skills or preferences. Most data sets do not contain sufficient 
information on other important determinants of the gender pay gap. The Survey of Labour and 
Income Dynamics offers a number of variables not gathered by other data sources that may be 
considered important determinants of the gender pay gap. Section III examines these variables 
and justifies their inclusion. 


If there were no unexplained component to the gender wage gap, that is, if there were no 
differences in the pay men and women receive for the same characteristics, females would still 
earn less than men but only slightly (Table 1, Column 7). The earnings ratio net of differences in 
the returns to the same characteristics would range from about 85% in 1970 from the Gunderson 
(1998) to around 90% for the entire 1970-1990 period using the numbers from Baker et al. 
(1995) and 93% using Christofides and Swidinsky (1994). Again, the exception is the Coish and 
Hale study that estimates the earnings ratio without the unexplained component to be 97%.’ 


Finally, estimates of the gender pay gap are sensitive to the earnings measure used, to the choice 
of method, to the population selected, and in the specification thus rendering comparisons 
difficult. Baker et al. (1995) observe that the female-male earnings ratio after controlling for 
differences in observable characteristics hovers around 70%.® On the other hand, Gunderson 
(1998) notices that the ratio increases from 74% in 1970 to 80% in 1990. Christofides and 
Swidinsky (1994) and Coish and Hale (1995) produce gender wage ratios after controlling for 
differences in observable characteristics closer to that of Gunderson (1998): roughly 82% in 1989 
and 80% in 1993 respectively. The different studies also produce somewhat different estimates of 
the ‘unexplained’ earnings differential throughout the 1970-1990 period (Table 1, Column 6). 


If men and women received the same pay for similar characteristics, the entire gender earnings gap would be 
attributable to differences in productivity-related factors. In other words, we compare the wage men earn 


(W,, =X,,B,,) to the hypothetical wage women would receive if they were paid according to the male wage 


. . . . Y17 * a A 
structure given their own characteristics (W, = X , B,,). 


To calculate the female-male earnings ratio after controlling for differences in characteristics, ratio = 


expl-(B, — B,)X | 
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II. Two measures of earnings: annual earnings and hourly 
wage rates 


Up until 1997, Statistics Canada published female-male earnings ratios using data from the 
Survey of Consumer Finances (SCF). Among full-year, full-time workers’ the female-male 
annual earnings ratios ranged from 58.4% in 1967 to 72.5% in 1997. Among all persons 
receiving a wage, a salary or net income from self-employment, the female-male earnings ratio 
ranged from 46.1% in 1967 to 63.8% in 1997 (Table zy 


The size of the gender gap reported by the SCF may be contaminated by differences in the 
number of hours worked per week among full-year, full-time (FYFT) male workers and FYFT 
female workers. The SCF definition of a FYFT worker is a person who works 30 hours or more 
per week for 49-52 weeks in the reference year. But there is considerable variation in the number 
of hours usually worked per week among full-time workers - using data from the Labour Force 
Survey, men employed full-time in December 1996 usually worked 43.6 hours per week while 
women employed full-time usually worked 39.6 hours per week. 


Using the National Graduates Survey, Wannell and Caron (1994) find that among recent 
graduates, full-time female workers worked an average of 2.5 — 4 hours less per week than their 
male counterparts. Adding weekly hours to their wage equation, Wannell and Caron (1994) 
demonstrate that the wage gap among graduates is smaller than the earnings gap. 


The definition of annual earnings may render the size of the gender pay gap difficult to interpret. 
The earnings ratios based on the SCF data define total earnings as consisting of wages and 
salaries and/or net income from self-employment from all sources. With this definition of 
earnings, it is difficult to pinpoint the source of the gender gap in annual earnings. Is the gender 
gap in annual earnings the result of differences in the base pay men and women receive for a 
given job? Or in net income from self-employment? Or in the premiums associated with over- 
time work? Or in multiple jobs held? 


Hourly wage rates are a superior measure to annual earnings when determining the gender pay 
gap for several reasons. First as noted earlier, when annual earnings measures are used, the 
researcher is forced to restrict attention to full-year full-time workers to avoid some of the of 
problems associated with the number of hours worked per week and the number of weeks 
worked per year. Hourly wage rates avoid this problem altogether. Second, using hourly wage 
rates allows the researcher to determine differences in the pay men and women receive for 
similar jobs — that is, to accurately control for job characteristics such as tenure, industry, 
occupation or union status. This cannot be done precisely when using total annual earnings. 
Because total annual earnings are the summation of wages and salaries from all jobs in the 
reference year, it becomes difficult to examine the impact of particular job characteristics. The 
best that can be done when using total annual earnings is to use job information on the ‘main’ job 
and to define main job as the job with the greatest number of work hours or the job accounting 


for the greatest share of earnings. 


9 The SCE definition of a full-year full-time worker is a person who works 30 hours or more per week for 49-52 


weeks in the reference year. 
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IV. The Data and Sample 


We use the 1997 data from the Survey of Labour and Income Dynamics (SLID) to extract two 
samples — the first sample analyzes the gender wage gap, and the second sample analyzes the 


gender earnings gap. 


The analysis of the gender wage gap consists of paid workers, aged 18-64 and who are not 
enrolled as full-time students in the reference year. Self employed individuals, individuals for 
whom hourly wage data or earnings data is not known, individuals for whom the full-year full- 
time work experience equivalent’” (FYFTE) is not known and individuals for whom total usual 
hours worked in the job during the year is not known’! are excluded. The analysis is based on 
28,741 jobs — 14,839 jobs held by men and 13,902 jobs held by women. This sample is used for 
both cross-tabulations and for the multivariate analysis of the gender wage gap. 


The second sample is selected for cross-tabulations of the gender earnings gap and imposes the 
additional restrictions of workers employed full-year (53 weeks per year) full-time (130 hours or 
more each month). This sample consists of 15,687 individuals — 9,020 men and 6,667 women. 
For workers holding more than one job during the reference year, the job characteristics 
attributable to the main job (where the main job is defined as the job with the greatest number of 
usual hours worked during the reference year) are used for the analysis. 


V. Gender differences in explanatory variables 
Work experience 


Past research on gender pay differentials have suffered from serious data limitations. Oftentimes 
age or age minus schooling minus 6 is used as a proxy for the acquisition of general human 
capital skills or as a proxy for potential work experience. This is problematic since these 
measures tend to overstate the actual experience of women. That is, no account is taken of 
interruptions in the labour force participation of women for child-rearing purposes (i.e. complete 
withdrawals from the labour market) or of any restrictions on the hours of work per week or on 
the number of weeks worked per year. 


SLID offers a measure of actual labour market experience - the full-year full-time equivalent 
(FYFTE). This measure incorporates all work experience by including information on the 
number of hours worked per week (i.e. full-time or part-time job) and for the number of weeks 
worked per year (full-year or part-year) for all jobs held by the individual.'* 


The exclusion of observations with unknown full-year, full-time work equivalent is not believed to produce any 
sample selection bias. These exclusions were, to a fair extent, randomly distributed throughout the population. 


Since all jobs held during the reference year are included in the analysis, the cross-sectional job weights were 
standardized according to the annual hours worked in the job. This is done to avoid over-representing short 
tenure jobs. 


The SLID measure is calculated as follows: 


Sc a ee eee 
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The SLID measure of FYFTE work experience is a good estimate of the actual labour market 
experience of workers since it incorporates all work - but it is far from perfect. Although, as we 
will see, it ‘explains’ a sizable portion of the gender pay gap, there are two important drawbacks 
to this measure. 


First, information on the continuity of work experience, on the duration of labour force 
withdrawals, on the frequency of withdrawal and on the timing of a withdrawal is missing. 


It is a well-documented fact that men and women differ considerably in the amount of time they 
work and in the continuity of their work experience. Women are more likely to combine periods 
of paid work with periods of labour force withdrawal for family-related reasons. According to 
Corcoran and Duncan (1979), this may influence the pay women receive in several ways. First, 
since women are less likely to work continuously than men, they may have lower levels of job 
tenure— a factor that influence wages. Second, human capital skills may depreciate during long 
periods of labour force withdrawals. As a result, women returning to the same employer after an 
interruption in employment may be less likely to be promoted, and those women not returning to 
the same employer may be forced to accept wages that are lower than the wages they received 
prior to their withdrawal. Third, women expecting several withdrawals from the labour force may 
postpone training, or may decide to accept low-wage jobs in industries or occupations that are 
easy to enter and that have little or no penalty for exiting. Fourth, the timing of labour force 
withdrawals may impact wages. The acquisition of job-related skills is usually concentrated at 
the start of careers — which generally coincides with decisions regarding children. Murphy and 
Welch (1990) find that a significant portion of real lifetime earnings growth occurs during the 
first years after graduation. If this is the case, then the timing of labour force withdrawals may 
have important long run implications for future earnings patterns / lifetime earnings among men 
and women. 


Table 3 illustrates the differences in work experience that men and women bring to the labour 
market. Compared to men, the average woman has 3.9 years less FYFTE work experience and 
has 1.3 fewer years of present employer tenure. Alternatively, men spend a greater proportion of 
their potential years of work experience working full-time than women (94% versus 75%). 


Second, the definition of full-year and full-time used for the calculation of FYFTE work 
experience, may be problematic. Full-year refers to working at least 6 months and full-time refers 
to working at least 30 hours per week in a calendar year. As noted earlier, there is considerable 
variation in the number of hours usually worked per week among full-time workers. For instance, 
_ person A works 45 hours per week for 12 months while person B works 32 hours per week for 7 
months. Under the SLID measure of FYFTE, each person would have 1 year of FYFTE 
experience despite the significant variation in their work experience. As well, the measure of 
FYFTE work experience does not account for short-term labour force withdrawals of less than 6 
months in a given year. Marshall (1999) shows that almost 40% of women take less than 6 
months off work after giving birth. If these unrecorded work interruptions and hours of work 
become more important as experience increases, then the measure of FYFTE work experience 


FYFTE experience = number of years worked full-year, full time + 0.5 * (number of years worked part-year, 
full-time) + 0.5 * (number of years worked full-year, part-time) + 0.25*(number of years worked part-year, part- 


time). 
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may become less accurate in its ability to reflect the relative amount of work done be men and 


women. 
Job-related responsibilities 


SLID contains information on work responsibilities such as supervisory positions and work- 
related tasks such as workers’ influence on budgeting or staffing, pay and promotion, and 
deciding work for others. As long as there exist differences in the opportunities for obtaining 
supervisory positions and/or that there exists differences in the wage premiums offered to men 
and women in these jobs, gender wage differentials will exist. 


Table 4 shows how men and women experience different opportunities in their job-related 
responsibilities. Compared to the jobs men hold, women are less likely to be employed in jobs 
having supervisory responsibilities (35.2% and 24.8% respectively) and are less likely to be 
employed in jobs that involve budget and/or staffing decisions (21.7% and 15.7%). 


Educational attainment 


One advantage of SLID is information on the major field of study category for the highest 
completed level of post secondary education. Table 5 shows the diverging percentage 
distributions’* and the gender composition’ of each major field of study. Not surprisingly, many 
fields of study are dominated by either men or women and this may impact the gender pay gap. 
For instance, graduates of engineering, applied sciences technologies and trades fields are mostly 
men while on the other hand, women are over-represented among college graduates with a 
commerce or business administration degree, and among health and education fields. Since 
wages differ by field of study, the choice of major field of study by men and women may account 
for some of the gender pay gap. 


Other explanatory variables 


This paper incorporates several explanatory variables other than gender (and those mentioned 
previously) that are generally considered to influence wages. Marital status and age of youngest 
family member is meant to account for differences in household responsibilities and in the 
division of labour within the home. Region and urban size class is designed to capture inter- 
regional wage differentials. Since large firms pay more than small firms (Morissette, 1991) and 
since women have a lower probability of working in large firms, firm size is included as a 
potential explanation of the gender wage gap. Finally, union status attempts to account for 
differences in wage structures between non-unionized and unionized sectors. 


13 Seat 
The percentage distribution shows how the male and female workforces are split across different major fields of 


study. 


14 BRE ga al s 
The gender composition shows the incidence of men and women in each field of study. 
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VI. The mean gender differentials: 


Table 6 highlights the gender differences in hourly wages (also referred to as the gender pay gap) 
and in the annual earnings (alternatively, referred to as the gender earnings ratio) by a number of 


demographic and labour market characteristics while Table 7 examines the gap by job 
characteristics. 


A. Gender wage gap: Hourly wage rates 


In 1997, women workers earned on average $15.12 per hour while male workers received 
$18.84. In other words, women earned about 80% of the average male hourly wage (Table 6). 


The ratio of female-to-male hourly wage rates is highest (that is, the pay gap is smallest) -among 
young workers (Table 6). Young females aged 18-24 (25-34) earn about 85% (86%) of 
comparable male earnings. The small pay gap between young men and young women may be 
attributable to the fact that these workers are new entrants into the labour market with similar 
skills and similar labour market experience. As well, the effect of career interruptions, job 
advancement and differentiated household responsibilities have not yet taken place. There are 
greater differences in FYFTE work experience as workers age: men aged 45-54 (55-64) have 6.4 
(13.1) more years of FYFTE work experience than comparable women. This may explain why 
the gender pay ratio falls steadily with age - women aged 45-54 earn about 75% of the average 
hourly wage rate of men 45-54. Another possibility is that gender differences in educational 
attainment may be larger among older cohorts of workers than among younger ones. Older 
cohorts of women may also have a higher concentration in low-paid occupations than younger 
cohorts of women. As well, older women workers are also part of a generation where their 
upward mobility in the workforce was less common, regardless of their work experience. 


The gender pay gap is smallest amongst single, never married men and women (96%) and 
highest among married men and women (77%) (Table 6). The smaller pay gap between single, 
never married men and women may be partly related to age as well as to the fact that they have 
similar commitments to the labour force and to household responsibilities. The large pay gap 
between married men and married women may be partially explained by the conflict married 
women face between their family and their career. The hours worked by married women are 
more likely to be part-time than the hours worked by married men.’ Part-time work may allow 
women to choose jobs that are closer to home or that coincide with their children’s school hours. 
As long as there is a premium associated with full-time work, women who choose to work part 
time to balance family and work responsibilities are willing to accept lower wages in exchange 
for flexible or shorter work hours. These reasons may partially explain the higher gender wage 
gap among married women and married men. 


As noted earlier, one advantage of the SLID data set is the information on actual work experience 
as measured by the full-year, full-time equivalent (FYFTE) variable. At low levels of work 
experience, the gender pay gap is small: women with 0-2 years of work experience earn 96% of 
the average male hourly wage rate with a similar level of work experience (Table 6). But, 


5 About 15.4% of hours worked by married women are part-time compared to 2.1% of hours worked by married 


men. 
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interestingly, the gender pay gap gets larger as the number of FYFTE work experience gets 
larger. This mirrors the findings of Finnie and Wannell (1999). Using a sample of recent post 
secondary graduates from the National Graduates Survey, they find that the gender pay gap is 
relatively small two years after graduation (93%) but widens 2-5 years after graduation (84%).'° 


The fact that the gender wage gap increases as FYFTE increases may be attributable to several 
factors. First, women are more likely to span their work experience over a longer period of time 
than men — women with 10-19 years of FYFTE work experience are, on average, 4 years older 
that men with similar levels of FYFTE experience. Second, the longer the actual work 
experience, the greater the possibility that women had frequent interruptions, long withdrawals 
from the labour force and shorter job tenure — factors that influence wages and may increase the 
gender wage gap. Finally, part of the difference may also be due to the fact that workers with 
high levels of FYFTE work experience are generally older, which, for reasons mentioned above, 
leads to higher wage gaps. 


The gender pay gap differs among education levels (Table 5). Compared to the entire population, 
the gender pay gap is lowest among university graduates - women earn roughly 85% of the 
average hourly wage rate of university educated men. This is not surprising since men and 
women in this population have similar endowments of wage-determining skills and similar levels 
of commitment to the labour market. However, this is a partial explanation since the gender wage 
gap is 81% among persons with a university degree higher than a bachelors.’ 


The type of tasks performed and the work responsibilities of male and female workers may also 
influence the gender pay gap (Table 4). As noted earlier, men are more likely to hold supervisory 
positions and among supervisors, male supervisors are more likely to have the added 
responsibilities of influencing pay/promotion and of deciding work for others. This may partially 
explain why male supervisors enjoy a higher hourly wage rate than female supervisors. 


The gender wage gap is smaller among unionized workers than non-unionized workers: 
unionized (non-unionized) women workers earn 87% (77%) of the average unionized (non- 
unionized) male worker (Table 7).'® It is a well documented fact that unions tend to compress the 
wage structure by reducing wage differentials among workers with different characteristics and 
by standardizing the wages of similar workers across establishments in the same industries or 
occupations (Meng, 1990). Unions typically increase the wages of those at the lower end of the 
pay scale proportionately more than those at the upper end (Gunderson and Riddell, 1993). 


The gender pay gap does not decline as job tenure in the current job increases (Table 7). That is, 
the ratio is not higher for high levels of accumulated experience at the current job. While the 


Using data from the National Graduate Survey, Finnie and Wannell (1999) find that for 1990 graduates, the 
gender wage gap is 93% in 1992 and 84% in 1995. They conclude that “these findings have interesting 
implications for the longer term earnings profiles of graduates as they suggest that longer run (permanent) 
reductions in the earnings gap amongst cohorts of graduates might not be nearly as great as immediate post- 
graduation record suggest.” 


This may be attributable to the concentration of women in degree programs in lower paying fields. 


18 : : : awe 
A unionized worker refers to workers covered by a collective bargaining agreement or a union member. 
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wages of both men and women increase with tenure, the gender wage gap may not necessarily 
decrease with tenure. The impact of job tenure may be confounding the influence of other 
important variables such as industry, occupation, age or labour market experience. 


Women who work part-time earn 92% of the average male part-time hourly wage rate (Table 7). 
But the aggregated gender pay gap hides interesting heterogeneity among part-time workers. 
Examining the gender distributions in part-time work hours by industry and occupation reveals 
that for men, part-time work hours are concentrated in the low-wage consumer services industry 
(36%) and in service occupations (24%). For women, part-time work hours are concentrated in 
the consumer services industry (33%), low-wage clerical occupations (27%) and in the relatively 
high-wage natural or social science occupations (29%). This finding casts doubt on such 
explanations of the small overall gender pay gap among part-time workers as Owing mainly to the 
fact that these workers possess little skills and are clustered in low-wage industries and 
occupations. Rather, the relatively small part-time gender wage gap may be partially due to the 
relatively high earnings of a subset of part-time female workers. 


B. Gender earnings gap: Annual Earnings 


In 1997, the average full-year, full-time female worker earned $31,506 per year while the average 
FYFT male worker received $46,108. In other words, the average women worker earned about 
68% of the average male annual earnings (Table 6). As pointed out before, gender pay gap 
analyses based on annual earnings measures suffer from serious data problems associated with 
assumptions on the number of work hours per week. 


Despite the problems of using annual earnings, all previous relationships between the gender 
wage gap and selected measures are maintained for the gender earnings gap. Namely, the gender 
earnings gap is smaller among younger, better-educated, single never married, unionized 
workers, public sector workers and workers with low levels of FYFTE work experience. 


VII. The Determinants of Wages By Sex 


There is no ‘universally accepted’ set of conditioning variables that should be included in a wage 
equation. Most economists control for productivity-related factors, such as education and work 
experience, when assessing the gender earnings differentials. Education is considered a 
productivity enhancing investment designed to improve earnings. Job tenure with present 
employer is considered a measure of job-specific training — employers investing in their 
employees are likely to pay a higher wage than the market wage in order to reduce turnover. 


Some economists argue that control variables such as occupation and industry should be 
included. Yet these control variables may themselves be the result of discrimination and may 
lead to an ‘over-justification’ of pay differentials (Wannell, 1989). In other words, the 
overcrowding of females into relatively low-wage occupations does explain part of the earnings 


Sap. 
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Unlike other studies, our models are fully-interacted with gender.” Our analysis follows that of 
other studies and begins with a ‘standard’ wage equation that includes traditional human capital 
variables such FYFTE work experience, education level and major field of study, job tenure, 
marital status and age of youngest family member. In a second specification, controls for part- 
time status, union status, region, geographical size, and firm size are added. Work responsibilities 
are included in specification 3. In specification 4, we estimate a model that includes controls for 
occupation and industry.” The results may be summarized as follows. 


First, in all specifications, the differential intercept term for women is significantly less than that 
of men. In other words, there exist large, significant differences in the earnings of men and 
women that are unrelated to the choice of explanatory variables in this study. . 


Second, the relationship between the various independent variables and wages are consistent 
across gender. Results not shown here indicate that the wages of men and women increase 
monotonically with FYFTE work experience, education level”! and job tenure. Wage levels are 
also higher in unionized jobs, in large (500+) firms, among full-time workers and in jobs with 
greater responsibilities. 


Third, after controlling for a variety of productivity-related characteristics, the returns to each 
additional year of FYFTE work experience is similar for men and women. That is, for each 
additional year of FYFTE work experience, the hourly wage rates of men (women) increase 
about 0.7% (0.8%).” 


There also appears to be a significant gender difference in the returns to work responsibilities 
after controlling for a number of other factors. Male (female) workers who influence budget and 
staffing decisions earn about 5% - 8% (8% - 11%) more than those who do not participate in the 


In most studies of the gender earnings differential, wage equations for men and women are run separately. In this 
study, a fully interacted regression equation is run. That is, we run one equation with a complete set of female 
interaction terms. This method has two main advantages over running two separate equations. First, the individual 
regressions for men and women can be easily deduced from the single equation (Appendix 1). Second, we can 
use the single regression to test a variety of hypotheses. For instance, we can test whether the female differential 
intercept / slope is statistically significant — this pinpoints the source(s) of the difference. The t test can tell us, for 
example, if the returns to a university education is the same for men and women but we can also use the F test to 
determine if the female returns to the set of education variables is significant. 

°° A variety of hypotheses on the female differential intercept and slope coefficients were tested. In Specifications 1 
to 3, the female returns on all sets of coefficients differed significantly (at the 5% level) from the returns of men. 
In Specification 4, the female returns to FYFTE experience, union status, tenure and job duties were not 
statistically different (at the 5% level) from those of men. The model was re-estimated omitting those female 
differential terms. 


The only exception is in Specification 4 where male high school graduates earn slightly more than males who 
have some post secondary education. 


A simple t test on the female differential FYFTE experience coefficient shows that, for at least 3 out of 4 
specifications, the female return for each additional year of FYFTE work experience is significantly (at the 5% 
level) higher than for men but there appears to be no empirical difference. When controls for industry and 


occupation are added (Specification 4), there is no significant difference in the returns men and women receive 
for each additional year of FYFTE experience. 
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decision making.”? As well, male (female) supervisors that influence the pay and promotion of 
their staff or decide work for others earn 6% - 9% (5% - 6%) more than comparable workers not 
in supervisory positions and earn 3% more than supervisors that do not perform these tasks.~* 
Male and female supervisors that perform both duties earn 11%-13% more than comparable 


workers not in supervisory positions and earn roughly 8% more than supervisors that do not 
perform these tasks. 


Fourth, the returns women receive to education level, major field of study, tenure, marital status, 
age of youngest family member, part-time status, union status, firm size, industry and occupation 
differ significantly from those of men. Appendix 2 Table 1 summarizes which characteristics 
yield significantly different returns between men and women. The positive interactions show the 
attributes for which women are compensated relatively better than men while the negative 
interactions illustrate the characteristics that women are rewarded relatively less than men. On 
the one hand, female returns are significantly higher than those for men at each level of present 
employer tenure, for part-time status, in small firms, and in Toronto or Vancouver. An 
examination of differences in the returns to each major field of study shows that women receive 
significantly higher returns to college level health science and technology; and to university 
studies in educational, recreational services, humanities and related fields, and social science 
field. On the other hand, married women and women with less than a high school education fare 
relatively worse than similar men. 


VI. Accounting for the gender wage gap 


Although men and women differ in ways that may affect their productivity, it does not 
necessarily mean that these differences ‘explain’ the gender pay gap. The pay gap can only be 
explained if the differences in the factors in question are themselves important determinants of 
the pay men and women receive. The wage gap between men and women may be the result of 
either differences in their productivity-related characteristics (Section V) or differences in the 
compensations they receive for the same productivity-related characteristics (Section VII). The 
unadjusted gender gaps discussed in Section VI do not control for differences in the composition 
of the male and female workforce and in their wage-determining characteristics. In this section, 
multivariate analysis techniques are employed to control for the effect of several factors 


simultaneously. 


The dependent variable is the natural logarithm of hourly wage rates. Each coefficient is the 
percentage change in hourly wage rates associated with a one-unit change in the explanatory 
variable. Table 8 presents the decomposition of the mean hourly wage differential into an 
‘explained’ portion and an ‘unexplained’ portion for several different specifications. Table 9 


°3 The t test on the budget and staffing decision variable in both Specifications 3 and 4, shows that there is a 
significant difference in the returns of men and women at the 5% level of significance. 


4 In Specifications 3 and 4 that incorporate work responsibilities a joint test of significance was conducted on the 
set of differential slope coefficients for women related to work responsibilities. In Specification 3, the F test 
concluded that the female returns to work responsibilities differed significantly from those of men at the 5% 
level. However, in Specification 4, the F test concluded that the female returns to work responsibilities were not 


significantly different from those of men. 
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shows the fraction of the gender wage gap attributable to various factors. The technical details of 
the decomposition method employed in this study are outlined in Appendix 1 while Appendix 2 
Table 1 presents the results of various hypothesis tests. 


Each subsequent specification includes additional variables in an attempt to explain the gender 
wage gap. Several interesting findings are highlighted. 


First, after accounting for differences in a variety of observable characteristics, women’s 
average hourly wage rate is about 84% - 89% of the men’s average (Table 8, Column 4). Some 
researchers argue that occupational segregation is a mechanism whereby wage discrimination 
may occur and that the inclusion of industry and occupation variables may underestimate the 
degree of wage discrimination. Table 8 shows that the adjusted wage differential is 89.4% when 
controls for occupation and industry are included (Specification 4) compared to 86.9% when 
these controls are omitted (Specification 3). 


Second, despite the long list of productivity related factors, roughly one half to three-quarters of 
the gender wage gap cannot be explained (Table 9). This finding mirrors the results of other 
Canadian studies namely, Baker et al. (1995), Gunderson (1998), Christofides and Swidinsky 
(1994) and Coish and Hale (1995). This is an interesting finding given that in previous sections 
it is documented that men and women receive similar returns for a wide range of characteristics. 
The fact that there are large, unexplained wage differences may be related to the fact that there 
are large differences in productivity-related factors or skill measures that are not captured by our 
data set. 


Third, differences in the work experience between men and women account for a considerable 
portion of the wage gap. Gender differences in FYFTE work experience account for, at most, 
12% of the wage gap. Differences in job tenure explain 3%-5% of the gender wage gap and 
differences in part-time status justify 4%-9% of the gender wage gap (Table 9). 


Fourth, gender differences in major field of study account for at most, 6% of the gender wage 
gap but there is considerable variation in the contribution of each major field of study to the 
gender wage gap (Table 9). About 17%”° of the wage gap can be explained by the fact that men 
are more likely to graduate from engineering and applied sciences programs and that these degree 
programs yield high returns. However, the prevalence of women graduating from health science 
programs and education related fields and the relative high earnings associated with these 
programs reduces the explained component by 8%. 


Coish and Hale (1995) use SLID data to examine the gender wage gap, but the population and method selected 
differs from the current study. First, they select paid workers in January 1993. Second, they include mother 
tongue, visible minority status, years of schooling and mother’s and father’s education but omit union status, job 
tenure and part-time or full-time status. Third, they use the beta coefficients from a pooled regression model of 
men and women. The current study presumes that the male pay structure would remain intact and compares the 
wage of comparable men and women. 


Using controls for PYPTE work experience, major field of study, job tenure, marital status, age of youngest 
family member, union, part-time, region, CMA / urban size firm size and job duties (Specification 3), the 
contribution of each major field of study to the gender wage gap is calculated. 
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Fifth, gender differences in the opportunity for obtaining supervisory positions and in the 
performance of certain tasks justifies part of the gender wage gap. Gender differences in 
supervisory responsibilities and performing related job duties such as deciding work for others 
and influencing pay and promotion explains, at most, 5% of the gender wage gap. Work 


responsibilities such as influencing budget and staffing explains almost 2% of the gender wage 
gap (Table 9). 


Finally, other wage determining factors have a role in explaining the gender wage gap. The fact 
that women are clustered into low-wage occupations and industries explains part of the gender 
wage gap. Differences in occupation and industry explain 9% and 11% of the wage gap between 
men and women (Table 9, Specification 4). Gender differences in union density account for just 
0.8% of the gap. Firm size has a negligible impact on the gender wage gap: roughly 1% of the 
gap can be explained by gender differences in firm size. 


IX. The impact of using proxies for experience 


Many studies rely on measures such as age or potential experience (= age minus number of years 
of schooling minus six) as a proxy for actual labour market experience. Baker et al. (1995) note 
that ‘one of the effects of using this proxy is that our analysis will likely attribute to much of the 
differential between male and female earnings to differences in the return to experience.’ 


This section attempts to quantify the impact of using proxies for labour market experience on the 
gender wage gap versus the use of actual labour market experience as measured by the FYFTE 
work experience variable. The sample used in this section is restricted to paid workers, aged 18 - 
64, not enrolled in school full-time, and with known wages, FYFTE experience and number of 
years of schooling. The resulting sample is 28,303 observations. 


Table 3 confirms that these measures tend to overstate the actual labour market experience of 
women. For instance, the average age of working men and women in 1997 is 39.2 and 39.0 years 
respectively while the average potential work experience of men and women is 19.5 and 19.1 
years. Neither of these measures account for complete withdrawals from the labour market nor 
for restrictions on the number of hours worked per week or on the number of weeks worked per 
year due to family-related responsibilities. When an attempt to account for these differences in 
work history is undertaken, the average number of years of FYFTE work experience is 18.3 years 
for men and 14.4 years for women. 


Separate decomposition models are estimated using the three measures for experience — age, 
potential work experience and FYFTE work experience. Appendix 3 Table 1 presents a 
decomposition of the mean differential for each measure while Appendix 3 Table 2 shows the 
proportion of the gap explained by the variety of experience measures. Two main findings 


emerge. 


First, proxies for experience yield larger adjusted gender wage gaps than when actual 
experience is used. Appendix 3 Table | (Panel 1 and 2) shows that after accounting for 
differences in the observable characteristics and using age or potential experience as a proxy for 
work experience, women’s hourly wage rate is about 81.9% to 86.9% of the men’s average. 
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Using actual labour market experience, women’s average hourly wage rate is 83.5% to 88.7% of 
the men’s average (Panel Bias 


Second, the table indicates that despite the measure of labour market experience used, a 
significant portion of the differential is due to differences in the returns to the various 
characteristics. Using age (Appendix 3, Table 3, Panel 1) and potential experience (Panel 2) as a 
proxy for experience indicates that the unexplained component is 63%-91%. When FYFTE is 
applied, roughly 43%-80% of the gap 1s unexplained. 


Third, the explained portion of the gender wage gap attributable to gender differences in work 
experience is severely underestimated when proxy measures of experience are used instead of 
actual labour market experience. Appendix 3 Table 2 shows that at most, 0.6% of the difference 
in the hourly wage rates of men and women is attributable to experience when age or potential 
experience is used as a proxy for experience. Whereas at most 12% of the gender wage gap is 
attributable to experience when actual labour market experience is used. 


This may be explained as follows. It was noted earlier that there is little gender difference in the 
mean characteristics of age or of potential experience (Table 3) but there is a significant 
difference in FYFTE work experience.”*® Although age and actual work experience are highly 
correlated, the returns to an additional year of FYFTE experience are greater than the returns to 
being another year older.” So, when FYFTE experience is used both the difference in means 


(X,—-X , and the difference in returns ( B,) produce a greater explained component than when 


age or potential experience is used. 


X. Discussion 


This paper has attempted to shed new light on an old issue — that of gender wage differentials. 
One explanation of these wage gaps stresses the difference in wage-determining characteristics. 
However, attempts to account for the wage differences with productivity-related factors still 
leave men at a considerable wage advantage. Yet it should be noted that some of the differences 
in productivity-related factors themselves may reflect discrimination or inequality of opportunity. 


Many economists have questioned whether the measures traditionally used in the study of gender 
wage differentials capture all the productivity-related factors that influence earnings. The fact 
that men have a wage advantage still leaves many questions unanswered. Namely, are there 
influences outside the labour market that affect the acquisition of skills? Do we have appropriate 
data, that is, are we doing a good job at measuring wage-determining skills? Like many other 
data sets, SLID does not contain information on self-imposed restrictions on work hours or 
locations. As well, information on the duration of labour force withdrawals, on the frequency of 


27 : evita : 
These results are slightly different than the results presented in Table 8 due to differences in sample selection. In 
the current sample, respondents for whom number of years of schooling was missing were deleted. 
Recall that working men are 0.2 years older than working women and that working men have 0.4 more years of 
potential work experience. The difference is FYFTE work experience is 3.9 years. 


29 
Men earn about 0.5% (0.6%-0.7%) more per year when age (actual labour market experience) is used. 
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withdrawals, or on the timing of labour force withdrawals would be a welcome addition to the 
study of gender wage differentials. 


XI. Conclusions 


This article uses data from the Survey of Labour and Income Dynamics (SLID) to investigate the 
extent to which factors not previously explored in the Canadian context account for wage 
differences between men and women. Like other studies using standard decomposition 
techniques, we find that men still enjoy a wage advantage over women: women’s average hourly 
wage rate is about 84%-89% of the men’s average. Unlike other studies, controls for work 
history and job-related responsibilities are used. Gender differences in full-year, full-time work 
experience explain a substantial proportion of the gender wage gap — roughly 12%. Gender 
differences in the opportunity to supervise and to perform certain tasks account for about 5% of 
the gender wage gap. Yet despite the long list of productivity related factors, roughly one half to 
three-quarters of the gender wage gap cannot be explained. 


Many studies rely on measures such as age or potential experience (= age minus number of years 
of schooling minus six) as a proxy for actual labour market. Neither of these measures account 
for complete withdrawals from the labour market nor for restrictions on the number of hours 
worked per week or on the number of weeks worked per year due to family-related 
responsibilities. The results show that proxies for experience yield larger adjusted gender wage 
gaps than when actual experience is used. 
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Appendix 1: Notes on econometrics techniques 


This paper uses slightly different econometric techniques than other studies on gender wage gaps. 
Both female and male observations are used to estimate the following regression: 


(1) 


Inw, =a@,, +a, female + B,,X; + B, X; female + u; 


where w is the hourly wage for individual i; o is the intercept term; X is a vector of human 
capital and other wage-determining characteristics; B are a vector of estimated regression 
coefficients showing the return of each characteristic; m denotes males and f denotes females; 
female = 1 if individual is a female and 0 otherwise. 


The coefficient Of attached to the dummy variable female is the differential intercept coefficient - 
it indicates by how much the value of the intercept term for women differs from the intercept 
term for men. 


The coefficient Br is the differential slope coefficient — it indicates by how much the slope 
coefficient of men’s wage equation differs from the slope coefficient of women’s wage equation. 


Assuming that E(u;) = 0, from equation (1) individual regressions for men and women may be 
derived: 


(2) 
Men 


E(Y, | female = 0,X,,)=@,, ea 


(3) 


Women 
E(Y, |female =1,X ,)=a,, +a, +(B,, + B,)X , 


Simple t tests can be used to test a hypothesis on an individual coefficient. For instance, a t test 
can be used to test the hypothesis whether the differential intercept term is significantly different 
from the male intercept term. For differential slope coefficients, the t test can tell us whether the 
female returns to a characteristic is significantly different from the male returns. 


The advantage of this approach is that it allows us to pinpoint the source(s) of the difference in 
male and female wage equations — for instance, differences due to intercept only (parallel 
regressions), Slope (concurrent regressions) or both slope. and intercept (dissimilar regressions). 


An F test is used to test a hypothesis on a set of coefficients. That is, the F test is used to test 
whether a set of slope coefficients are zero simultaneously. For instance, suppose we want to test 
whether all the female differential slope coefficients are equal to zero simultaneously. The t test 
may tell us that an individual coefficient is not significantly different from zero but it does not 
mean that ALL slope coefficients are not significantly different from zero. Oftentimes it is 


"8g 
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tempting to throw into the model a number of variables that may have some explanatory power. 
The F test is also useful to test whether or not to include a variable in the regression model. 
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Technical Notes on Decomposition 


Multivariate techniques allow the effects of a number of variables to be analyzed simultaneously. 
This section describes a how multivariate technique known as decomposition is used to analyze 
wage differentials between men and women. The dependent variable is the log of hourly wage 
rates. Each coefficient is the percentage change in hourly wage rates associated with a one-unit 


change in each explanatory variable. 


We use the Oaxaca (1973) method of decomposition. Using equations 2 and 3, it can be shown 
that the average wage differential between men and women can be decomposed into two 


components: 


where (X,, -X 2) B., is the difference in the wage-determining characteristics evaluated at the 


male pay structure (explained component) and ( ie - B ax , is the difference in the returns to 


these characteristics as well as to differences in the constant term (unexplained component). 
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Table 3: Gender differences in work history, 1997 


Average age 
Average number of years of schooling 


Average number of potential years of work 
experience ( = age - years of schooling - 6) 


Average number of years of 
full-year, full-time work experience (FYFTE) 


Proportion of potential years of work experience 
spent working FYFTE 


Female:male ratio in FYFTE work experience 
(average FYFTE women / average FYFTE men) 


Average job tenure with present 
employer (in years) 


Proportion of hours worked part-time 

Among hours worked part-time, percent citing 

... reason for part-time work is family-related 
responsibilities 

... voluntarily employed part-time 


Number of observations 
Source: Survey of Labour and Income Dynamics, 1997 


Men Women 
SO) 39.0 
13.6 13.8 
19.5 19.1 
18.3 14.4 

93.8% T5.4% 
78.7% 

9.7 8.4 

2.7% 13.8% 

17.5% 

61.9% 62.3% 

14,604 13,699 


Note: The sample used in this table is restricted to paid workers, aged 18-64, not enrolled in school full-time, 
and with known hourly wage rates, FYFT experience and number of years of schooling. 


The number of observations are 28,303. 


.. Number too small to report. 
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Table 4: Gender differences in work reponsibilities, 1997 


Proportion of work hours Hourly wage rate 
Men Women Men Women _ Ratio 

Responsible for budget or staffing Zle7 tea) $ 23:21) $ 48:16) 780.8% 
Not a supervisor 64.3 74.9 j WP) 14.30 82.7% 
Supervisor and 35.2 24.8 21.62 18. Oboe 
... influence pay / promotion OR 14.1 11.6 20.48 16.84 82.2% 

decide work for others 
... influence pay / promotion AND 16.1 Oz 23.41 1932) 82:5% 

decide work for others 
... NEITHER influence pay / promotion NOR 5.0 4.0 19.18 15.84 82.6% 


decide work for others 


Source: Survey of Labour and Income Dynamics, 1997 


Analytical Studies Branch - Research Paper Series a2 Statistics Canada No. 11F0019MPE No. 157 


Table 5: Gender differentials in education level and major field of study, 1997 


All workers: Hourly wage rates Percentage distribution | Gender Composition 
Men Women Ratio @ Mes {)Wanent oi way Men maalvomea™ 
Overall $1884 $015.19 80.3% 100.0 100.0 57.0 43.0 
Education and major field of study 
Less than high school 15.49 10.71 69.1 17.2 11.7 66.1 33.9 
High School 16.64 13.04 78.4 17.9 19.7 54.6 45.4 
Incomplete post secondary 17.20 13.85 80.5 13.4 11.8 60.0 40.0 
Post secondary diploma or certificate 19.13 15.19 79.4 33.9 38.1 54.1 45.9 
Education, recreational counselling 17.08 14.65 85.8 0.6 ee 21.1 78.9 
Fine and applied arts 16.43 12.61 76.7 1.0 el 35.9) 64.1 
Humanities and related fields 17.41 14.95 85.9 1.0 1.8 45.7 54.3 
Social science and related fields 17.89 14.45 80.8 1.4 2.0 49.1 50.9 
Commerce management and bus. admin. 19.56 14.80 Tisye Sil 13.8 S1e5 68.7 
Agricultural, biological science 14.44 12O7 89.8 1.4 13, 61.4 38.6 
Engineering and applied science trades Los 15.65 INI 19.8 DS Sigs 8.7 
Health professions, science and technology 18.05 17.67 97.9 0.9 8.0 i297) 86.3 
Mathematics 21.97 16.28 74.1 1.0 1.0 53.4 46.6 
No specialization 17.41 13.80 193 2 1.9 45.9 54.1 
University - bachelor degree 24.34 20.57 84.5 13.0 15.4 52.8 47.2 
Education, recreational counselling 22.36 19.98 89.4 14 3.6 355) 66.5 
Fine and applied arts 3 19.11 na # 0.4 33.6 66.4 
Humanities and related fields 23.19 20.01 86.3 3 PAS 42.2 57.8 
Social science and related fields 22.66 20.31 89.6 Dp 2.8 50.0 50.0 
Commerce management and bus. admin. 24.91 21.29 85.5 AS) 2A 60.4 39.6 
Agricultural, biological science 22.68 18.08 IT 0.5 0.7 45.5 54.5 
Engineering and applied science trades 26.84 3 na 2.4 4 OFF, U3 
Health professions, science and technology na 24.05 na e 13 21.8 78.2 
Mathematics 24.80 2223 89.6 7) 0.8 69.3 30.7 
No specialization a : na 5 ss 
Greater than university bachelor degree LUT. 2255) 81.2 4.1 B30) 54.5 45.5 
Education, recreational counselling DSN 23°39 85.3 0.5 0.5 40.6 59.4 
Fine and applied arts ¥ 2 na 
Humanities and related fields DAG 18.32 86.1 a 0.6 - " 
Social science and related fields 26.81] 26.69 99.6 0.8 0.5 69.1 30.9 
Commerce management and bus. admin. 29.06 o na 0.9 
Agricultural, biological science S27 . na 
Engineering and applied science trades 25.66 : na 0.5 
Health professions, science and technology 33.38 23.84 71.4 ae 
Mathematics 32.2] na 0.5 


Source: Survey of Labour and Income Dynamics, 1997 


Note: .. Number too small to report 


... number suppressed for confidentiality reasons 
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Table 6: Gender differentials in raw average compensation by demographic characteristics, 1997 


All workers: Hourly wage rates _FYFT workers: Annual Earnings | 
Characteristic Men Women Ratio* Men Women Ratio 
Overall S. 9 1$.83.-6) do-t2 80.3% $ 46,108 $ 31,506 68.3% 
Age group 
18-24 11.00 9.36 85.1 22,749 1s sD 
25-34 16.71 14.39 86.1] 40,527 28,617 70.6 
35-44 20.25 16.38 80.9 47,730 34,414 F2A 
45-54 21.68 16.34 75.4 54,449 34,566 63.5 
55-64 19.66 14.22 2d 49,232 28,988 58.9 
Marital status 
Married or common-law 20.09 15.45 76.9 49,629 S15 736 63.9 
Single, never married 14.53 14.00 96.4 32,986 30,432 92.3 
Other 18.67 15.14 81.1 42,499 31,959 halide 
Age of youngest family member 
No children / or children 19+ 17.83 ISG 85.0 43,259 S216 74.3 
0-4 years 19.49 [5t93 79.8 47,052 29,382 62.4 
5-9 years 19.97 15.38 7.0 50,206 32,799 65.3 
10-14 years 20.21 15.04 74.4 50,477 31,654 O27) 
15-19 years 19.28 14.22 73.8 46,596 30,048 64.5 
FYFT work experience 
0-2 years 11.28 1077 03) ON pte Ps 20,504 933] 
3-5 years 14.33 12.47 87.0 32,234 24,967 Tt 
6-9 years 16.38 13.96 85.2 37,280 2,953 TER 
10-19 years 19.32 15.87 82.1 46,749 32,492 69.5 
20-29 years 21.19 17.36 81.9 52,604 36,116 68.7 
30-39 years 21.30 16.67 78.3 53,098 355191 66.3 
40+ years 17.92 15.39 85.9 41,248 31,935 77.4 
Region 
Atlantic 15.51 12.58 81.1 37,422 26,855 vs 
Quebec 18.07 14.53 80.4 41,887 28,414 67.8 
Ontario 20.00 16.23 81.2 50,808 35,076 69.0 
Prairies 16.66 13.24 79.5 40,857 21,037 66.2 
Alberta bogey. 14.33 76.3 47,375 SOT 64.9 
British Columbia 19.92 16.00 80.3 46,077 31,884 69.2 
CMA and urban size class 
Rural 17.62 14.09 80.0 415577 29,886 NS 
Less than 25,000 18.00 14.04 78.0 44,364 28,764 64.8 
25,000 — 99,999 18.79 14.50 Tyee 44,280 29,188 65.9 
100,000 - 249,999 19.58 15.05 76.9 47,066 31,791 67.5 
250,000 - 999,999 19.20 15.36 80.0 46,528 32,047 68.9 
Montreal 19.14 14.79 WHS) 44,788 29,212 65.2 
Toronto 20.31 1721 84.7 56,595 37,652 66.5 
Vancouver 19.59 16.90 86.3 45,483 34,106 (ere) 
Number of observations 14,839 13,902 28,741 9,020 6,667 15,687 


Source: Survey of Labour and Income Dynamics, 1997 


* A regression of log hourly wages on a constant and a dummy variable for men indicate that the ratios reported are 
Statistically significant at the 5% level. 
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Table 7: Gender pay differentials by various work-related characteristics, 1997 


a. ee eee ee 
All workers: Hourly wage rates FYFT workers: Annual Earnnings 
Characteristic 


Men Women Ratio* Men Women Ratio 
Overall $ L554 bee 5.12 80.3% $ 46,108 $ 31,506 68.3% 
Industry 
Agriculture/Fishing 12.44 9.65 HRS 28,687 19,217 67.0 
Forestry/mining DA 5h 20.00 93.9 56,420 47,556 84.3 
Construction 18.38 13.45 T3532 40,686 28,310 69.6 
Manufacturing 19,13 13.92 72.8 47,290 30,124 63.7 
Business services 18.70 17.24 92.2 46,555 35,559 76.4 
Distributive services PV ASD 15362, TRS 62,098 32,626 SOS: 
Consumer services 13.81 OFZ 74.4 33,449 21,699 64.9 
Public services 21.64 17.97 83.0 46,825 35,398 75.6 
Status 
Full-time 18.94 1.32 80.9 - - . 
Part-time 15.02 13.87 92.3 - - - 
Union 
Covered by CBA / union member 20.63 17.86 86.6 46,276 Boyeno 76.1 
Not unionized 17.80 13.61 76.5 46,036 29,217 63.5 
Job tenure 
Less than 1 year 14.17 Ti 79.2 33,824 24,438 WES 
1 - 5 years 16.37 13.16 80.4 39,395 26,733 67.9 
6-10 years 19.00 i Sevel 82.7 43,793 31,303 LES 
11-19 years 21.54 17.49 81.2 50,211 35,343 70.4 
20+ years 22.92 18.99 82.9 56,984 38,574 67.7 
Occupation 
Professional / managers 23.94 18.89 78.9 65,088 39,404 60.5 
Natural or social science Gada 19.70 83.1 52,041 39,727 76.3 
Clerical 15.41 13.36 86.7 33,884 26,680 78.7 
Sales 17.85 11.86 66.4 48,581 25,909 5:3 
Services 14.74 10.03 68.0 34,279 20,419 59.6 
Primary, processing, machinery 17.34 11.43 65.9 41,967 24,812 59.1 
Construction 18.43 12.82 69.6 40,296 29,608 IBS 
Other 16.84 14.60 86.7 39,572 30,168 16.2 
Firm size 
Less than 20 employees 14.46 11.99 82.9 32,261 24,723 76.6 
20 - 99 employees ee 13.97 81.6 41,623 28,674 68.9 
100-499 employees 19.55 15:77 80.7 49,273 32,017 65.0 
500 + employees A proes) 17.08 79.3 52,164 35.318 67.7 
Number of observations 14,839 13,902 28,741 9,020 6,667 15,687 


Source: Survey of Labour and Income Dynamics, 1997 
* A regression of log hourly wages on a constant and a dummy variable for men indicate that the ratios reported are 


statistically significant at the 5% level, except for the gap reported in forestry and mining. 
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Table 8: Decomposition of the gender earnings differential 


Unadjusted Explained Unexplained Adjusted 
Differential (differences due to (differences due to returns to differential 
(in logs) wage-determining factors) | wage-determining factors) 
=(Xm-Xf)Bm =(Bm-Bf)Xf =exp(-(Bm-Bf)Xf) 
d) (2) (3) (4) 

Specification (1) 0.221 0.047 0.173 84.1% 
Specification (2) 0.221 0.068 0.153 85.8% 
0.221 0.081 0.140 86.9% 


Specification (3) 


Specification (4) 0.221 0.109 0.112 89.4% 


Note: Adjusted differential refers to the female’s earnings as a percentage of male earnings after controlling for differences 
in observable characteristics. To convert our reported differences in mean log earnings to ratios of female to male earnings 
the following calculation is performed: ratio = exp(-unexplained). For example, female average earnings are about 84.1% of 
the male ratio after for accounting for differences in FYFTE work experience, major field of study, tenure, marital status and 


age of youngest family member (Specification 1). 
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Table 9: Accounting for the gender wage gap, 1997 


Fraction of gender wage gap explained by ... 


Specification 

Factors explaining the gap 1 2 3 4 

Education level*major field of study 3.2 48 5.8 4.5 
FYFTE experience 1b 11.5 10.4 10.1 
Tenure 5.0 a | yas 2.8 
Age of youngest family member 0.9 0.7 oT 0.7 
Marital status 1.0 0.7 0.8 0.8 
Part-time status 8.5 lek 3.6 
Region 0.0 0.0 0.0 
CMA / urban size -0.3 -0.3 -0.6 
Union status 0.6 0.9 0.8 
Firm size 1.1 1.1 0.9 
Duties 5.3 4.3 
Influence budget and staffing decisions on fee 
Industry 11,2 
Occupation 8.6 
Total explained 21.6 30.7 36.8 49.0 
Total unexplained 78.4 69.3 632 51.0 
Total 100.0 100 100 100 
Ec ee Se 
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Appendix 2, Table 1: Regression results: significant female interactions (5% level of significance) 
Dependent variable: Log hourly wage rates 


Specification number 


1 
Positive interactions job tenure-all 
Some post secondary 


FYFTE experience 


Major ficld of study 
C - Education / Recreation 


C- Social Science 

C - Agriculture / Biology 
C- Health 

U - Education 

U- Humanities 

U- Social Science 

U- Commerce 

U - Health 

GU- Education / Recreation 
GU-Fine Arts 

GU - Humanities 

GU- Social Science 

GU - Commerce 

GU - Engineering 


Negative interactions 


Intercept 


Less than high school 
Married 
Separated/Divorced/Widow 


Age of youngest: 10-14 
Age of youngest:15-19 


Major field of study 


No specialization 


2 
job tenure-all 
Some post secondary 
FYFTE experience 


C - Education / Recreation 


C- Social Science 

C - Agriculture / Biology 
C- Health 

U - Education 

U- Humanities 

U- Social Science 

U- Commerce 


GU- Education / Recreation 


GU - Humanities 
GU- Social Science 
GU - Commerce 


part-time 
small firms 
Atlantic region 
Toronto 
Vancouver 
unionized 


3 
job tenure-all 
Some post secondary 
FYFTE experience 


C - Education / Recreation 


C - Agriculture / Biology 
C- Health 

U - Education 

U- Humanities 

U- Social Science 

U- Commerce 


GU- Education / Recreation 


GU - Humanities 
GU- Social Science 
GU - Commerce 
GU - Engineering 


part-time 

small firms 

Auantic region 

Toronto 

Vancouver 

unionized 

Budget / staffing decisions 


Specification number 


Intercept 


Less than high school 
Married 


Age of youngest:0-4 
Age of youngest:5-9 

Age of youngest:10-14 
Age of youngest:15-19 


C - Mathematics 


No specialization 


Prairies 


CMA / urban <250,000 


Intercept 


Less than high school 
Married 


Age of youngest: 10-14 
Age of youngest:15-19 


No specialization 


Prairies 


CMA / urban <250,000 


Supervisor - 1 duty 


4 


job tenure-all 
Some post secondary 


C - Fine Arts 


C- Health 


U- Social Science 


GU- Education / Recreation 


GU - Humanities 
GU- Social Science 


part-time 
small firms 


Toronto 


Vancouver 


Industry: 

agriculture 

forestry / mining 
manufacturing 
business services 
public services 
distributive services 
Occupation: 

clerical 

natural / social science 


Intercept 


Less than high school 


Married 
Age of youngest:0-4 


Age of youngest: 10-14 
Age of youngest: 15-19 


C - Mathematics 
C-Social science 
GU-Agriculture 
GU - Health 

No specialization 


Prairies 


Sales / Services occupations 


Note: Positive (negative) interactions denote characteristics for which women are paid relatively better (worse) than men. 
Characteristics in italics are interactions that are siginificant at the 5% level for all specifications. 
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Appendix 3, Table 1: Decomposition of the gender wage gap using age, potential experience and actual experience 


Panel I: Using age as a proxy for 


Unadjusted Explained Unexplained Adjusted 
Differential (differences due to (differences due to returns to differential 
(in logs) wage-determining factors) | wage-determining factors) 
=(Xm-Xf)Bm =(Bm-Bf)Xf =exp(-(Bm-Bf)Xf) 
1) 2 (3 4 
Specification (1) 0.22 0.02 0.20 81.9% 
Specification (2) 0:22 0.04 0.18 83.5% 


Specification (3) O22 0.06 0.16 85.2% 


Specification (4) 0.22 0.08 0.14 86.9% 


Panel 2: Using potential experience (age - number of years of schooling - 6) as a proxy 


Unadjusted Explained Unexplained Adjusted 
Differential (differences due to (differences due to returns to differential 
(in logs) wage-determining factors) | wage-determining factors) 
=(Xm-Xf)Bm =(Bm-Bf)Xf =exp(-(Bm-Bf)Xf) 
1) 2 3) 4 
Specification (1) 0.22 0.02 0.20 81.9% 
Specification (2) 0.22 0.04 0.18 83.5% 
Specification (3) 0.22 0.06 0.16 85.2% 


Specification (4) 0.22 0.08 0.14 86.9% 


Panel 3: Using FYFTE work 


Unadjusted Explained Unexplained Adjusted 
Differential (differences due to (differences due to returns to differential 
(in logs) wage-determining factors) | wage-determining factors) 
=(Xm-Xf)Bm =(Bm-Bf)Xf =exp(-(Bm-Bf)Xf) 
1) Z é; ; 4 
Specification (1) 0.22 0.04 0.18 83.5% 
Specification (2) 022 0.06 0.16 85.2% 
Specification (3) 0.22 0.08 0.140 86.9% 


Specification (4) 0.22 0.10 On? 88.7% 


Note: Adjusted differential refers to the female’s earnings as a percentage of male earnings after controlling for differences 
in observable characteristics. To convert the reported differences in mean log earnings to ratios of female to male earnings 
the following calculation is performed: ratio = exp(-unexplained). 

The sample size is 28,303 observations. 
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Appendix 3, Table 2: Accounting for the gender wage gap using age, potential experience and actual 


Panel 1: Using age as a proxy for 


Fraction of gender wage gap explained by ... 


Specification 

E lainine t} } 2 3 4 
Education level*major field of study 73) 4.1 6.1 3a 
Age as a proxy for experience 0.5 0.5 0.4 0.4 
Tenure 4.6 Syl 2.8 2S) 
Age of youngest family member 0.8 0.6 0.5 0.6 
Marital status 0.9 0.7 0.8 0.8 
Part-time status 8.6 7.0 3.4 
Region -0.1 -0.1 -0.1 
CMA / urban size -0.4 -0.4 -0.6 
Union status 0.6 0.9 0.8 
Firm size 1.1 1.1 0.9 
Duties 5.6 4.7 
Influence budget and staffing decisions 2a es 
Industry 11.4 
OSA ALLO Th ei ee ee eer 
Total explained 9.3 18.8 26.8 ils) 

j 90, 1 2.1 

1 ] (0) 


Panel 2: Using potential experience as a proxy for actual 
raction of gender wage gap explained by ... 


Specification 

Hactorsiexplainingthe gap™ ee ee ee ee eee 
Education level*major field of study 1) 3.6 Da, 3.0 
Potential experience 0.6 0.6 0.5 0.6 
Tenure 5.1 355 3.1 De, 

Age of youngest family member 0.5 0.4 0.3 0.4 
Marital status 0.9 0.7 0.7 0.7 
Part-time status 8.5 6.8 3:3 

Region -0.1 -0.1 -0.1 

CMA / urban size -0.4 -0.4 -0.6 
Union status 0.6 0.9 0.8 
Firm size 1.1 Wl 0.9 
Duties 5.6 4.8 
Influence budget and staffing decisions 22 1.3 

Industry LT) 92 
Occupation 8.0 
Total explained 9.0 18.5 26.4 37.0 
Total unexplained 91.0 81.5 73.6 63.0 
Total 100.0 100.0 100.0 100.0 


Panel 3: Using FYFTE work 


Fraction of gender wage gap explained by ... 
Specification 


Factors explaining the ga 1 2 3 4 

Education level*major field of study 19 3.6 5.6 Sy 
FYFTE experience Uo) 11.8 10.6 10.2 
Tenure 43 Pra 2.4 oye 
Age of youngest family member 0.9 0.8 0.6 0.7 
Marital status 0.9 0.7 0.8 0.8 
Part-time status 8.4 6.8 373 
Region -0.1 -0.1 -0.1 
CMA / urban size -0.5 -0.4 -0.7 
Union status 0.6 0.9 0.8 
Firm size 1.1 ea 0.9 
Duties SES) 14.6 
Influence budget and staffing decisions 2.0 12 
Industry ied 
Occupation LE 
Total explained 19.9 Dom 35.8 56.6 
Total unexplained 80.1 70.9 64.2 43.4 
Total 100.0 100.0 100.0 100.0 
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